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SAVINGS
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MINUTES OF THE MEETING OF THE BOARD MEMBERS
June 19, 2007

Andrew M. Saul, Chairman of the Federal Retirement Thrift
Investment Board, convened a meeting of the Board members on

June 19, 2007, at 9:00 a.m., Eastern Time. The meeting was open
to the public at the Board’s offices at 1250 H Street, N.W.,
Washington, D.C. In attendance were Thomas A. Fink of Alaska,

member; by telephone, Terrence A. Duffy of Illinois, member; by
telephone, Gordon J. Whiting of New York, member; Gregory T.
Long, Executive Director; Thomas K. Emswiler, Secretary and Gen-
eral Counsel; Mark A. Hagerty, Chief Information Officer; Pam-
ela-Jearine Moran, Director, Participant Services; James B. Pet-
rick, Chief Financial Officer; Tracey A. Ray, Chief Investment
Officer; and Thomas J. Trabucco, Director, External Affairs.

1. Approval of the minutes of the May 22, 2007 Board mem-
ber meeting.

Chairman Saul entertained a motion for approval of the
minutes of the May 22, 2007 Board member meeting. The following
motion was made, seconded, and adopted without objection:

MOTION: That the minutes of the Board mem-
ber meeting held on May 22, 2007, be ap-

proved.
2. Thrift Savings Plan activity report by the Executive
Director.
a. Miscellaneous Matters.

Mr. Long noted that he would make recommendations
pertaining to automatically enrolling new participants in the
TSP, to making an age appropriate L Fund the default fund for
new participants, and adding a Roth 401(k) option. He intro-
duced Veronica Mance from the Office of Product Development and
thanked her for her contributions to developing these recommen-
dations.

Mr. Long stated that the Government Accountabil-
ity Office had issued its report on the Agency and that the re-



port had raised only minor issues: the GAO concluded that the
Agency currently leases too much space and that Board members
should participate in more Board meetings by telephone rather
than personally appear. We will send our response to the GAO
next week.

Mr. Long reported that he had spoken with Brian
Whiting of the New York USO and that the Agency would be doing
outreach with that organization. Ms. Moran reported on another
outreach effort to the uniformed services. She noted that she
would meet with representatives from the Consumer Federation of
America (CFA) regarding its military saves program. The CFA is
a non-profit organization that operates under a memorandum of
understanding with Office of the Under Secretary of Defense
(Personnel & Readiness). 1Its mission is to persuade service
members to reduce debt and to save more, including saving
through the TSP. Mr. Long and Chairman Saul stated this is
very good news because it may be a vehicle to increase TSP par-
ticipation among the members of the uniformed services.

a. Monthly Participation Activity.

Mr. Long reviewed the report on TSP statistics.

See “Thrift Savings Fund Statistics” (attached). He noted that
the TSP has grown by almost $6 billion in one month and that in-
vestment returns were all positive. The FERS participation rate
increased slightly and the total number of participants exceeds
3.7 million. Uniformed service participation continued its slow
and steady growth with the overall participation rate increasing
from 25 to 25.6 percent. The number of loans outstanding is un-
changed.

b. Monthly Investment Performance Report.

Ms. Ray reviewed the June 8, 2007 memorandum (at-
tached), on the performance of the G, F, C, S, I, and L Funds
during May 2007.

She noted that tracking error was minimal with
the exception of the I Fund due to a fair value adjustment.
Tracking error for the year is very small. Trading costs were
low in May. The § Fund was the best performer in May and is
also the best performer for the year-to-date. The G Fund rate
for June increased to 5 percent. All L Funds continue to out-
perform the G and F Funds. The income fund has outperformed the
G Fund since inception. The percentage of FERS participants
with balances in the L Funds increased from 13 to 14 percent and



the percentage of uniformed service participants with balances
in the L Funds increased from 15 to 16 percent. Over $21 bil-
lion is invested in the L Funds and over 500,000 participants

invest in the L Funds.

Chairman Saul commented that the Wall Street
Journal had reported that lifecycle funds were becoming an im-
portant component of 401(k) plans. This shows that our plan is
up to date and that it is a well thought out plan. Mr. Long
agreed and added that the L funds are doing exactly what they
are supposed to do. Several studies predict that lifecycle
funds will become the default funds for most plans as well as
the biggest asset holder. Mr. Saul ccmmented that the L Funds
cover the entire equity and debt markets very well.

C. Legislative Report.

Mr. Trabucco discussed his paper entitled
“Background and Basis for Federal Retirement Thrift Investment
Board Position Against Using TSP Investments to Advance Politi-
cal Objectives and/or Social Goals” (attached). He reported
that Congress designed the TSP to operate free of politi-
cal/social considerations and to operate solely in the interest
of the participants and beneficiaries. His paper is intended to
respectfully advise Congress that we believe the plan was de-
signed properly and that Congress should continue to allow it to
function in this manner.

Chairman Saul asked Mr. Trabucco to summa-
rize the bills pending in Congress. The Senate bill combines an
Iran Energy Sector Free fund with a sense of Congress that the
TSP should offer a terror-free international investment option
and a Darfur free investment option. Bills introduced in the
House separate these proposals. Some of these proposals are di-
rected exclusively at the TSP and others are aimed at all pen-
sion plans and specify that divestment would not constitute a
fiduciary breach.

Chairman Saul stated that he believes it is
important that the Board take a very strong stand that politics
must be kept out of the TSP. It’s not in the participants’ best
interest to use their investments to make social or political
statements—that would be totally contrary to how the plan was
set-up and would be a bad precedent. Mr. Duffy and Mr. Whiting
concurred. Mr. Fink stated that he supported the position but
that he wouldn’t oppose such legislation if it was a national
policy rather than targeted at the TSP. He believes that if



























